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Director .

Utilities Division

DATE: June 25,2012

RE: INITIAL DRAFT FOR THE PROPOSED RULEMAKING ON PROCESSING OF
COOPERATIVE UTILITY RATE CASES (DOCKET NO. RU-00000A-12-0270)

Attached is Staff’s initial draft for the Proposed Rulemaking on Processing of
Cooperative Utility Rate Cases. Staff encourages all interested parties to provide written
comments on the draft rules. A new docket has been opened for the purpose of this rulemaking.
Please reference Docket No. RU-00000A-12-0270 on all comments.

Please file an original and 13 copies of your comments with the Commission’s Docket
Control Center, 1200 West Washington Street, Phoenix, Arizona 85007, on or before July 13,
2012. This is the unofficial comment period. Staff will review and consider all comments filed
before preparing a Notice of Proposed Rulemaking for the Commission’s consideration. The
current plan is to prepare a Notice of Proposed Rulemaking for consideration at the
Commission’s Regular Open Meeting in August (currently scheduled for August 14 and 15,
2012). If approved by the Commission, the Notice of Proposed Rulemaking would be filed with
and published by the Office of the Secretary of State, at which time the formal comment period
would begin. During the formal comment period, an oral proceeding would be held, and
interested parties would also have the opportunity to file formal written comments on the Notice
of Proposed Rulemaking.

Parties who wish to remain on the service list or be added to the service list in this docket
should send notice of their interest, including a mailing address and an e-mail address, to Docket
Control. Staff welcomes and appreciates the input of all interested parties in the development of
these rules.
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R14-2-103.

ARTICLE 1. GENERAL PROVISIONS

Defining Filing Requirements in Support of a Request by a Public Service

Corporation Doing Business in Arizona for a Determination of the Value of Property of the

Corporation and of the Rate of Return Thereon, or in Support of Proposed Increased Rates or

Charges
A.

Purpose and definitions

1.
2.
3.

No change

No change

No change

a. No change
b. No change
c. No change
d. No change
€. No change
f. No change
g. “Filing”

No change

No change
No change
No change
No change

ules, exhibits or other documents
o 1rittia Nny rate proceeding enumeratedin-
n. For all Class A and B utilities and for Class



n. No change

0. No change
p- No change
qg- No change
r. No change
B. Filing requirements:
1. Information required from Class A, B, C and D utilities ¢ ele d bution

Q O an Aaran W P= o
= Cd 1 Cl Cl

: The information

required to be prepared and submitted by Class in conjunction
with a filing is presented below. Correspon: ; ed in the

to Class E

utilities. The Appendix schedule formatsA 5 are a part of this"General

these formats. All other

Filing Appendix Schedule
Required by Reference(s)
A.  Summary Information:
‘Q} >
1. A summary of the incr venue requirements and the spread of the revenue All classes A-1
increase by customer classification.
2. A summary of the results of operations for the test year and for the test year and the 2 All classes A-2
fiscal years ended prior to the end of the test year, compared with the projected year.
3 A summary of the capital structure for the test year and the 2 fiscal years ended prior to Classes A& B A-3
the end of the test year, compared with the projected year.
4. Construction expenditures and gross utility plant in service for the test year and the 2 All classes A-4

fiscal years ended prior to the end of the test year, compared with the projected year.



5. A summary of changes in financial position for the test year and the 2 fiscal years ended Classes A & B A-5

prior to the end of the test year, compared with the projected year.
Rate Base Information:
1. A schedule showing the elements of original cost and RCND rate bases. All classes B-1

2. A schedule listing pro forma adjustments to gross plant in service and accumulated All classes B-2

depreciation for the original cost rate base.

3. A schedule showing pro forma adjustments to gross plant in service and accumulated All classes B-3

depreciation for the RCND rate base.

4. A schedule demonstrating the determination of reproduction cost new less depreciation at
the end of the test period.

5. A schedule showing the computation of working capital allowance. B-5

Test Year Income Statements:

1. A test year income statement, with pro form adjustments.

2. A schedule showing the detail of all pro forma adjustments.

3. Aschedule showing the incremental taxes and other expenses on gr

computation of an incremental gross revenue conversion factor.

Cost of Capital Information:

1. A schedule summarizing the elements in the capital st D-1
and the projected year, their related costs and the co
2. A schedule showing the detail of long-term and short-te D-2
and the projected year and their total cost.
3. A schedule showing the detail of pi ¥Classes A & B D-3
projected year, and their total ¢
Classes A & B D-4
All classes E-1
All classes E-2
Classes A & B E-3
Classes A & B E-4
All classes E-5
end of the test year an Fof prior fiscal year.
6.  Comparative departmental’statements of operating income for the test year and the 2 All classes of E-6
fiscal years ended prior to the end of the test year. combination utilities
7. Comparative operating statistics on customers, consumption, revenues, and expenses for All classes E-7
the test year and the 2 fiscal years ended prior to the end of the test year.
8. A comparative schedule of all significant taxes charged to operations for the test year and All classes E-8

the 2 fiscal years ended prior to the end of the test year. except Class D



9. Audited financial statements, if available, for the test year and the 2 fiscal years ended All classes E-9
prior to the end of the test year. If the financial statements have not been audited, notes to
the financial statements should be provided to indicate accounting method, depreciation

lives and methods, income tax treatment and other important disclosures.
Projections and Forecasts:

1. A projected income statement for the projected year compared with actual test year All classes F-1

results, at present rates and proposed rates.

2. Projected changes in financial position for the projected year compared with the test year, F-1
at present rates and proposed rates.

3.  Projected annual construction requirements, by property classification, for 1 to 3 years

subsequent to the test year, compared with the test year.

4. Important assumptions used in preparing forecasts and projections.
Cost of Service Information

A utility shall submit cost of service analyses and studies if all of the follow’
1. The utility is in a segment of the utility industry that recognizes cost of se

2. Costs incurred by the utility are likely to vary significant

A historical accounting period other than the test year may* i ‘ hat customer mix in the historical period used

is representative of the test year. When a cost of service analy;

1. G-1
‘i applicable G2
2. Classes A, B and C G-3
if applicable G-4
G-5
G-6
Classes A, Band C G-7

if applicable
All classes H-1
Classes A & B H-2
Class A H-3

representative schedules;
Classes B, Cand D -

: all schedules
4.  Typical bill analysis All classes H-4
5. Bill count All classes H-5

2. No change

prepared-and-submitted-in-suppert-of afilingis-asfoleows: A cooperative, as defined in




R14-2-107. may initiate a rate proceeding by preparing and submitting a filing under this

Section or, if eligible, by following the requirements of R14-2-107.
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No change
No change
No change
No change
No change
No change
a. No change

b. No change

d. No change

i. No change
il. No change
iil. No change

v, No change



v. No change

e. No change
1. No change
il. No change

f. No change

g. No change
h. No change

Appendix No change



R14-2-107. Electric or Natural Gas Cooperative Alternative Rate Application Filing

Requirements and Process

A. Definitions. In this Section, unless otherwise specified:
1. “Base revenue” means the revenue generated by permanent rates and charges, excluding:
a. Revenue generated through adjustor mechanisms, and
b. Revenue generated through miscellaneous service ¢

3 “Commission” means the Arizona Corporation Co
4. “Cooperative” means a legal entity that is:
a. A domestic corporation or a foreig

this state;

b. Operated as a not-for-profit or no

Owned and controlled b

C. Not issued under A.R.S. § 40-252.

9. “Non-price tariff change” means modification of one or more tariff provisions, either

through altering existing tariff language or adding new tariff language. in a manner that

substantively alters a requirement other than a rate or charge.

10. “Rate schedule” means a schedule of rates and conditions for a specific classification of

customer or for other specific services.
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11.

“Rate structure change” means any of the following:

12.

Introduction of a new rate schedule:

b. Elimination of an existing rate schedule;

c. A change in base revenue generated by any one rate class greater than 150% of

the overall base revenue increase;

d. A change greater than 25% in the customer charge wi rate schedule for

residential customers; or

e. A change in the rate blocks or the percentag
blocks.

“RUS” means United States Department o Apticulture. Rural '

f the prices among rate

13.

“Staff” has the same meaning as in R14s

14.

“Test year” means the one-year historica 1se, operating

15.

income, and rate of return, whi date within 9 months before the

filing date for a rate applicai s Secti hinclude at least six months

during which a cooperative’s

B. Eligibility Requiren:

“Timely” means in. sprescribed in this Section.

Section rather th;

statistical report to a federal agency. such as RUS or FERC, or an established national

non-profit lender that specializes in the utility industry, such as CFC or CoBank.

The test year used in the cooperative’s rate application complies, without waiver, to the

definition of a test vear in subsection (A):

The cooperative’s rate application includes audited financials for a period ending no more

than 9 months before the beginning of the test year:

10



8. The cooperative’s rate application does not propose an increase in total base revenue
amounting to more than 6% of the actual test year total base revenue;
9. The cooperative’s rate application uses its original cost rate base as its fair value rate
base;
10. The cooperative’s rate application proposes only a change in rates and charges and does
not propose any of the following:
A change in an existing adjustor or surcharge m
b. Adoption of a new adjustor or surcharge me incorporating a
charge or charges otherwise previously
C. Adoption of a new hook-up fee or
11. The cooperative’s rate application doe
tariff change;
12. The cooperative’s rate applic
13. The customer notice provided 0 the requirements of
subsection (D) and
14.
15.

ation, and the objections timely submitted by retail

istribution cooperatives represent no more than 3,000

Request \f‘of\Pre-Filing Eligibility Review, which shall include a draft application

including the items and information described in subsections (E)(1) through (6), a copy of

the Proposed Form of Notice to be sent to the cooperative’s customers, and a Proposed

Form of Recommended Order;

11



No sooner than 30 days after the date Staff receives the Request for Pre-Filing Eligibility

Review, meet with Staff to discuss the cooperative’s eligibility under subsection (B) and

any Staff modifications to the Proposed Form of Notice:

After meeting with Staff, if the cooperative decides to pursue a rate application under this

Section, file a Request for Docket Number and Proposed Form of Notice for Staff

approval; and
At least 20 days before filing a rate application under thi

ion, provide Notice of the

application, conforming to the requirements of subs s approved by Staff,

as follows:

a, If a distribution cooperative, by sendintg® i jis WMail, to each of

the cooperative’s customers; an

granted rate relief equal to a 6% increase of the actual test year total base revenue;

For a generation or transmission cooperative, the estimated rate and revenue impact to

each member distribution cooperative served if the requested rate relief were granted by

the Commission;

Instructions for viewing or obtaining filed documents:

Information regarding the Commission’s process under this Section;

12



9. The deadline to file intervention requests and objections, which shall be a date no earlier

than 30 days after the date Notice is mailed to customers:

10. Instructions for requesting intervention and submitting objections; and

11. Information regarding disability accommodations.

Filing Requirements. No later than 50 days after completing the provision of Notice as required

by subsection (C)(5), a cooperative may file in the assiegned docket application under this

Section, which shall include the following:

1. The legal name of the cooperative and identificatio

2. A waiver of the use of reconstruction cost new

fair value rate base:

3. A copy of the most recent certified a

cooperative to a federal agency, such as

profit lender that specializes in ility i g as CFC or CoBank:

nform to the instructions and notes contained on the corresponding

Appendix Schedules,

c. May be submitted in the format provided in the Appendix Schedules or formatted
in an alternate manner, and
d. May omit information that is not applicable to the cooperative’s operations:
7. A copy of the Notice sent and, if applicable, published, as required under subsection
(CX5): and

13



8. Proof that the Notice was sent and, if applicable, published, as required under subsection

(C)(5), at least 20 days. and no more than 50 days, before the date the rate application is

filed.

F. Pre-Eligibility-Review Objections and Requests. Any person desiring to object to the
cooperattve’s rate application or to request intervention in the cooperative’s rate case shall file an
objection or request no later than the date specified in the Notice proyiged pursuant to subsection
©5). '

G. Late Objections. In determining the cooperative’s eligibilit with its rate application
under this Section, Staff shall not consider any objection :

Notice provided pursuant to subsection (C)(5).
H. Eligibility and Sufficiency Review. Within 14«
le, under subsection (B), to

L
sufficiency, eficiency are final and are not Commission decisions or Commission orders
under A.R.S. §§ 40-252 and 40-253.

J. Request for Processing under R14-2-103. Within 30 days after a Notice of Ineligibility is filed, a

cooperative may file a Request for Processing under R14-2-103. If a cooperative files a Request

for Processing under R14-2-103, all further activity under this Section shall cease, and the

cooperative’s rate application shall be deemed a new rate application, filed under R14-2-103. on

the date the Request for Processing under R14-2-103 is filed.

14



K. Docket Closure. If a Request for Processing under R14-2-103 is not filed within 30 days after a
Notice of Ineligibility is filed, the Hearing Division shall issue a procedural order
administratively closing the docket.

L. Action on Notice of Deficiency. After Staff files a Notice of Deficiency:

M.

1. The cooperative shall promptly address each defect listed in the Notice of Deficiency and
file all necessary corrections and information to bring the ra lication to sufficiency;
and

Within 14 days after recetving the cooperative’s co Kin rmation, Staff shall

0.

2. Each intervenor shall file a Response to the Staff Report, which mayv include a Request

for Hearing that complies with subsection (O).

Request for Hearing. A Request for Hearing shall include, at a minimum, an explanation of the

requesting party’s reasons for believing that an evidentiary hearing should be held; a summary of

each issue on which the party believes evidence should be provided; and a recitation of the

15



witnesses and documentary evidence that the requesting party believes could be produced to

provide evidence on each issue.

Action on Request for Hearing. The Hearing Division shall rule on each Request for Hearing

and may require party responses, including oral argument, or other proceedings at its discretion

in considering a Request for Hearing. If a hearing is granted, the Hearing Division shall preside
o

over all further proceedings in the case.

Action on Request for Withdrawal. The Hearing Division shal

Withdrawal and may require party responses, including ora,

discretion in considering a Request for Withdrawal. If

Division shall issue a procedural order administrati closing the dockk

Requirement for Service. A party that files a nder tl

of the document on each other party to the case, ) i N [uirements of
A.A.C.R14-3-107(B) and (C).

Revenue Increase Cap. No Commit

cooperative’s base revenue by more t

revenue.
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